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Decision No. _5_5_6_78_ 

BEFORE THE PUBLIC UXILITIES COMMISSION OF TEE STATE OF CALIFOru~IA 

In the Matter of the Application of 

SA.~ JOSE ,oNATER 'WORKS, 

a corporation, 

for an order authorizing it to issue 
an additional amount of its convert
ible preferred stock and common 
stock upon conversion. 

Q.f.llil,Q,Ji 

Application No. ;9429 

This is an application for an order of the Comm1s~1on 

authorizing San Jose Water Works to issue and sell not to exceed 

40~OOO shares of its CUmulative Preferred Stock, Series E, of the 

par value of $25 each and of the ~ggregate par value of $1,000,000, 

and to issue shares of common stock. 

The purpose of the proposed finanCing, ~fter defraying 

the cxpense~ of the issuance and s~le of the preferred shares, 

is to provide applicant with funds to pay in~ebtedness and to 

reimburse 1ts trea~~y for moneys expended for properties ~d 

fncilj.t1os. App11csnt report~ that on August 31, 1957, its 

short-term bank loan amounted to $lOO ,000 and that its unfinanced 

c:"'''Pendi tures amounted to $1J'457 ,489, as sho~ in some detail in 

Exhibit B .. In addition, it estimates that it ~ll be required 

to spend $572,883 to complete const~ction jobe now in pro~ress. 

Information filed ~th the Commission shows that the 

company ~z been eng~ged in conducting an extens1ve construct1on 

program and th.c~t its investment in its plant and its volume or 
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business have been incrcasirig rapidly from year to year. A 

sUl'llmary statement ind1c,:·.t:ing its growth experience during the 

last five ye~rs is ~s follows: 

Service Gross 
Operating Net Connec- Plant 

Year Revenues I!la~Qme 1:;bQD~ Agg~:t12D~ 

1952 $2.,109.,915 $461;,240 531lO1 $1,044,765 
1953 2.,371,868 465,834 56,879 2;,102,521 
1954 3.,029;,711 661 1 234 60,417 1;,890,127 
1955 3.,4621893 7681153 65;,009 11680;,434 
1956 '31755,677 812,544 70;,151 21408,'399 

'The company's financial reports Sh01.j tho.t its recorded 

investment in utility plant as of August 311 1957, less related 

reserves, amounted to $22,911;,694 and th~t it has been its prac

tice to meet its capital requirements;, 1n part, by short-term 

borrowings and thereafter., from time to time;, to replace such 

temporary borrOwings with permanent financing in the form of 

long-term debt or shares of stock. Applicant's capital ratios 

as of August 31., 1957, exclusive of the short-ter.m loan, arAd as 

adjusted to give effect to the pro~osed finanCing, arc as follows: 

AUgust 31, Pro 
12~7 Forma 

Bonds 51% 49% 
Preferred stock 6 10 
Common stock equity ..ll ~ 

Total ~ 100% 

The shares of preferred stock applicant now proposes to 

issue will constitute a new series. They ~~11 be convertible 

into shares of co:mmon stock, will be entitled to CUMUlative di vi

dends and ~Till be redeemable at such rates as hereafter will be 

determined by applicant's board of directors. In issuing sheres 
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of the proposed new series at this time, applic~t not only will 

be tmproving its bond position, as indicated in the preceding 

tabulation, but also will be providing for additional common stock 

equity ultimately through conversion of the shares of the new series 

of preferred stock into common shares. 

According to the financial statements, the company's 

gross income after depreciation chz~ges has been L~ excess of 

three ttmes its interest charges. During the last five years 

the company, after meeting its fixed charges, has paid ~ual 

dividends on its outstandL~g $25 par value common stock at the 

rate of $2 a shM~e during 1952-1954 and a portion of 1955 and 

thereafter at the rate of $2.40. The co~pany's ba12~ce sheet 

shows current assets of $2,110,019 at August 31, 1957, ~d current 

li~bi1it1es of $1,535,986 including the short-term barJc loan'appli

cant now proposes to liquidate. 

From a review of the verified applic~tion, we are of 

the opinion that applicant has need for the proceeds from the 

sale of its shares of preferred stock for the purposes indicated, 

that the issue of additional preferred stock at this time is 

deSirable, ~~d that we are warranted in entering a preliminary 

order at this time authorizing the issue of the shares of stock. 

It appears thAt at a later da.te app11c~t will file for the 

Co~ssionTs further consideration in this matter a supplemental 

application setting forth the terms of the shares of stock and the 

price at which it has arranged to sell them. 

The approval herein granted is for the issuance of shares 

of preferred ~d common stock only and is not to be construed as 
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indicative of amounts to be il'lcluded in a future :"ate bc:se for 

th~ purpose of deter.mL~ing just and reasonable rates. 

o R D E R 
---~~ 

The Co~ission having considered the above-entitled 

matter and beL~g of the opinion that a public hearing is not 

necessary, that the ap~lic~tion shoUld be gr~ted~ ~s herein 

provided, that the money~ property or labor to be procu:ed or 

paid for by the issue of the shares of preferred and common stock 

or in PQrt~ reasonably chargc~blc to operating expC~SC$ or to 

income; therefore, 

IT IS HEREBY ORDEP£D as follows: 

1. S&~ Jose Water Works, on and after the effectiv€ d~te 
hereof and on or before January 31, 1958, may issue and sell 40,000 

shares of Cumulative Preferred Stock, Series E, at a price hereafter 

to be fixed by the Corncission. 

:2. San Jose 1-Tater Works shall use the proceeds to be 

received fro~ the sale ot s~id 40,000 shares of ~referred stock 

for the purposes set forth in this application. 

3. San J os e 1-Tate::- i.forks from. time to time ::.ey is sue 

shares of its common stock of the par value of $25 each to persons 

who shall surrender in exchange therefor shares of its Cumulative 

Preferred Stock, Series E, pursu~~t to the conversion right to be 

granted to suc~ preferred stock. 
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4. Within 60 days after the issue and sale of said shares 

of preferred stock, applicant shall file with the COmmission three 

copies of its prospectus, and a report shoWing the amount of stock 

sold, the price at wnich sold ~d the namesof those to whom sold. 

5. Witbjn six months after the issue and sale of said sbZ.res 

of preferred stock, applicant shall file with the Commission a 

statement sho'Wing in so:ne detail the expenses incurred by it in 

connection with such issue end s&le and the account, or accounts, 

to which such expenses were charged, and, ~ general, the purposes 

for Which the proceeds were used. 

6. The authority herein granted to issue and sell said 

shares of Ccrmulative Preferred Stock, Series E, will become effec

tive when the Commission by a supplemental order has fixed the 

price at which applicant may sell the samlf~. In other respects, 

this order shall become effective upon thle date hereof. 

Dated at __ -::San;:..;:;;;;...;.,Fra.u_,_ci:K:_:O ____ , California, this /f.7Zv 
day of October, 1957. 

Commissioners 
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